The Balanced Scorecard

Kaplan & Norton

Article #5

· Drs. Kaplan and Norton developed the balanced scorecard in early 1990’s. The point of it is not to think like the previous industrial era where all that mattered was the bottom-line (financial perspective).

· The balanced scorecard builds on some previous management ideas like Total Quality Management (TQM).

· The balanced scorecard is a management system (not only a measurement system).

· It uses a metric system to measure performance in all 4 areas


1. Financial Perspective
K&N don’t neglect the previous ways of measuring financial data. They say that less emphasis should be put on the financial perspective because it causes imbalance with the other perspectives of the company. Financial-related data that should be added:

· Should include risk assessment data

· Should include cost-benefit data


2. The Customer Perspective
Recent management has noticed the importance of customer satisfaction with a company and/or product. For example, if customers are not satisfied, they will find another supplier. Bad performance in this sector is an indicator of future decline even though the financial perspective may look good. 
To develop metrics for customer satisfaction, they should be analyzed as:

· Kinds of customers

· Kinds of processes that we use to provide them a product or service to that particular group of customers


3. Learning & Growth
This includes employee training and corporate culture. We now have knowledge workers in most work environments. It is very important for knowledge workers to be up to date and always in learning mode in a company. 
Learning and growth constitute the essential foundation for success of any knowledge-worker organization.
K&N emphasize that learning is MORE than training. Mentors and tutors within the organization. It also includes technological tools such as the Intranet.


4. The Business Processes perspective
This refers to internal business processes. Metrics in this perspective let the managers know how well the business is running, if the products and services are up to par with customer requirements (mission). Those who know the processes the best should design the metrics. 
Two kinds of business processes can be identified:

· Mission-oriented processes (special functions of government offices, many unique problems are encountered)

· Support processes (these are more repetitive in nature and therefore easier to measure and benchmark using generic metrics)

The 4 areas that have to be balanced out are:

1) Financial
What do our shareholders want from us?
-What are the objectives?
- What measures will we use?
-Target. How do we know when we are doing well?
- What do we have to do to reach objectives? (strategy)

2) Customer
What do our customers want from us?
-What are the objectives?
- What measures will we use?
-Target. How do we know when we are doing well?
- What do we have to do to reach objectives? (strategy)


3) Learning & Growth
What intangibles need to be changed or improved?
-What are the objectives?
- What measures will we use?
-Target. How do we know when we are doing well?
- What do we have to do to reach objectives? (strategy)

4) Internal Business Processes
Internally, what has to be done to satisfy shareholders & customers
What must we excel at?
-What are the objectives?
- What measures will we use?
-Target. How do we know when we are doing well?
- What do we have to do to reach objectives? (strategy)
Week 8 Notes:

Kaplan and Norton

What you mesure is what you get!

The bottom line is not enough: always a financial mesure, its not enogh to understand how a company is doing.

*The triple bottom

the 4 perspectives are on the slides!

The vision strategy starts with customer reacted measures followed by measures of organizational effectiveness…    and the last one is the “bottom line”
Critiquing causal claims

Golfing

Causal claim- golfers live longer

Alternative explanation: given they have money they can pay for health

Rival causes: older people play golf less of a physical sport

Collins & Porras

Causal explanation for this claim: company’s that have a vision are successful

Reverse explanation: successful company have time and resources to sit around and find a vision

Persuasion

First step is to brainstorm, people want to attack you and what their argument against you would be. 

Within the writing address them right away, admit there is counter objection but find evidence to prove their argument agasint you wrong. Got to rebutle it in your text.

Negative evidence- when you write your claim you admit their evidence against my claim but defend your claim. 

Alternative rival causes: 

Conflicting assumptions
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